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Many Important Changes in 


Corporation Laws 


Attention is directed to statements herein of 
many changes in corporation laws recently 
enacted by legislatures of various states, notably 
in laws for shares without par value, and tax- 
ation. Especially important is the statute of 
Iowa for the first time requiring qualification by 


foreign mercantile and manufacturing companies. 
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Departments 

Corporation Department—Assists attorneys in the organization of corporations and 1n 
the licensing of foreign corporations in every state and in the provinces of Canada 
and subsequently furnishes office or agent required by statute. 





Report and Tax Department—Notifies attorneys of the time to file corporation re- 
ports, and to pay state taxes in every state and in the provinces of Canada. 


Legislative Department—Reports on pending legislation; furnishes copies of bills 
and of new laws enacted by Congress. 


Trust Department—Acts as trustee under deed of trust, custodian of securities, escrow 
depositary and depositary for reorganization committees. 





Transfer Department—<Acts as registrar and transfer agent of stocks, bonds and notes. 


Federal Department—Reports decisions of the United States Supreme Court, rulings 
of the Interstate Commerce Commission, Federal Trade Commission, Bureau of 
Internal Revenue, Federal Reserve Board and other Government departments. 
Furnishes agent at Washington for common carriers to accept service of orders, 
process, etc., of Interstate Commerce Commission. 


Services 
Federal Income Tax Service—Reports the Federal Income Tax Law and the official 
regulations, etc., bearing thereon. 


Federal War Tax Service—Reports the Excess Profits Tax Law and practically all 
the other strictly Internal Revenue Tax Laws, except the Income Tax Law, due to 
the war, and the official regulations, etc., bearing thereon. (Does not touch on wine, 
spirits, soft drinks, tobacco, narcotics or child labor.) 





New York Income Tax Service—Reports the New York Personal Income Tax Law and 
Corporation “Income Tax” Law and the official regulations, etc., bearing thereon. 

Federal Reserve Act Service—Reports the Federal Reserve Act and the official regula- 
tions, etc., bearing thereon. 


Federal Trade Commission Service—Reports the Federal Trade Commission Act and ! 
the Federal Anti-Trust Act (the Clayton Act) and the official orders, rulings, com- 
plaints, etc., bearing thereon. 
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Talks on Foreign Corporations 


No. r2: Interstate Commerce and Intrastate Commerce 
(Amusement Business) 


The term “doing 
business” is now used 
quite generally inter- 
changeably with the 
| phrase intra-state 
commerce,” the latter 
expression being a dis- 


volving directly the 
question of “doing 
business.” 

One of the earliest 
decisions directly in- 
involving the neces- 
sity of qualification by 


The Corporation Journal, 


as usual will not be print- 


ed in July and August. 


The next number will con- 


tain all matter collected 


tinction to the term 





inter-state commerce. 
Some early decisions 
by lower courts held 
that plays and enter- 
tainments of the stage, not being 
commodities, the controlling and 
leasing of theatres and producing 
plays and booking contracts for 
the production of plays, were not 
“commerce.” (People v. Klaw 55 
N. Y. Misc. 72, 106 N. Y. Supp. 
341.) Another case held that base- 
ball for profit was not “commerce.” 
(American League Baseball Club 
v. Chase, 86 N. Y. Misc. 441, 
149 N. Y. Supp. 6.) These cases do 
not involve “doing business” by 
foreign corporations so as to require 
qualification, but applying the prin- 
ciples involved would result in 
holding that the amusement busi- 
ness does not constitute “com- 
merce.” If that were so there 
would be no occasion to apply 
statutes requiring the qualification 
of such corporations; however, no 
such result can now follow in the 
light of later cases and those in- 


since the 


issue. 


date of this | in 





a foreign corporation 
the amusement 
business was decided 
by the Missouri Su- 
preme Court in 1905. 
This case held that furnishing 
amusement in a theatre for a con- 
tinuous period constituted “doing 
business” in the state so as to 
require qualification. A later de- 
cision in the same state holds that 
a foreign corporation which supplied 
performers for a Chautauqua course 
and managed entertainments in 
the state, its agents selling tickets 
and collecting the proceeds for 
admission and which advertised 
that the Chautauqua was a perman- 
ent business, was “doing business” 
within the terms of the statute. 
(Wichita Film & Supply Co., v. 
Yale, 194 Mo. App. 60, 184 S. W. 
119.) 

An interesting decision in regard 
to what constitutes “doing busi- 
ness” by a moving picture company 
was recently decided by the Su- 
preme Court of Michigan (Rex 
Beach Pictures Co. v. Harry I. 
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Garson Productions, Inc., 177 N. 
W. 254). The Rex Beach Pictures 
Co., a Maine corporation, as the 
owner of the picture known as 
“The Barrier,” made a contract 
with the Selznick Company, a 
New York corporation, for dis- 
tribution of the picture. The Selz- 
nick Co., as agent for and with the 
express consent of the Rex Beach 
Co., employed the Harry I. Garson 
Productions, Inc., a Michigan cor- 
poration, as the Michigan agent for 
the picture. The sole purpose of 
this agreement, according to the 
court, was to create an agency or 
means whereby the Rex Beach 
Company “in the conduct of or- 
dinary business, was to derive a 
continued revenue from the exhi- 
bition of its motion picture (of 
which it always, and at all times, 
remained the absolute owner) to 
audiences assembled in different 
Michigan theatres and from rev- 
enues so derived to receive as its 
share of the income produced by 
such acts performed in Michigan, 
80% of the gross receipts, income 
and revenue.” The court held that 
the Rex Beach Co. was carrying on 


business in Michigan in such a way - 


as to require securing authority 
to do business therein as a foreign 
corporation. 

Where the production of a play 
in Illinois by a foreign corporation 
was under a contract involving the 
transportation of the actors from 
one state to another, it was held 
that the transaction was within the 
“commerce clause” of the Federal 
constitution, and that qualification 
of the foreign corporation under the 
foreign laws of Illinois was unneces- 
sary. (A. H. Woods Production 
Co. v. Chicago, etc., R. R. Co., 147 
Ill. App. 568.) The A. H. Woods 


Production Company is a New York 
corporation and made a contract to 
produce in Chicago the play of 
“Nellie, The Beautiful Cloak 
Model.” The contract was made 
in the State of New York and in- 
cluded provision for transportation. 
The corporation had but one place 
of business and that was in New 
York City. The court said: “We 
are unable to hold that the numer- 
ous cases cited by plaintiff in 
support of its first contention have 
any application to the facts in the 
case at bar. Within the reasoning 
of these cases the plaintiff was 
neither established or doing busi- 
ness in Illinois within the purview 
of the statute. That statute was 
not intended either to prevent or 
interfere with inter-state commerce, 
for if it was so intended it would 
defeat such purpose as such an act 
would be a nullity as violating the 
inter-state commerce clause of the 
federal constitution.” 

Booking contracts as constituting 
“doing business” so as to require 
qualification were involved in a 
Tennessee case. The Supreme 


Court of Tennessee held in the 
case of New Jersey Amusement 
Company v. Albert, et al., 128 


Tenn. 417, 161 S. W. 488, that a 
foreign corporation was “doing 
business” in Tennessee where it 
made contracts with theatre owners 
in Tennessee to book actors to play 
in various theatres in that state. 
Failure of the booking corporation 
to comply with the foreign corpora- 
tion laws of the State before enter- 


‘ing into such contracts resulted in 


denial of the right to enforce the 
contracts in the courts of Tennessee. 
It appears that the decision in this 
case hinged on the fact that the 
contract was first signed in IlIlinois 
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by the foreign corporation and then 
in Tennessee by the defendant, thus 
making it a Tennessee contract. 
This decision was affirmed by the 
Supreme Court of the United 
States in 238 U. S. 560, 36 Sup. 
Ct. Rep. 168. 

A decision by a lower Federal 
court involving the booking of 
performers under a contract alleged 
to constitute a monopoly, thereby 
violating the Sherman Anti-Trust 
Law, held that the booking of per- 
formers to travel from state to state 
carrying their paraphernalia with 
them and never to spend over one 


inter-state commerce. (H. B. Mar- 
ieneli, Limited v. United Booking 
Offices of America, et al., 227 
Fed. 165.) 

Contracts involving matters inci- 
dental to the amusement business 
are not involved in the present dis- 
cussion, but it is of interest to note 
that advertising on a theatre cur- 
tain has been held to constitute 
“doing business.” (Imperial Cur- 
tain Co. v. Jacob, 163 Mich. 72.) 

In our next talk we expect to 
discuss forfeiture of the right to 
sue as a penalty for failure to 
qualify under foreign corporation 


week at any particular theatre was laws. 


Domestic Corporations 


a (? Arizona. 

Application of Blue Sky Law. The Attorney General of Arizona 
recently issued an opinion to the effect that an Arizona corporation 
must obtain a permit under the Blue Sky Law in order to sell its secur- 
ities even though such securities might be issued exclusively in states 
other than Arizona. 

He states, in his opinion, that the disposal of securities in some 
foreign state is merely the delivery of a certificate; that a corporation’s 
stock is intangible and has its situs in the state where the corporation 
is created. A certificate of stock is merely a written or printed evidence 
of the intangible chose in action and a transfer or delivery of the evidence 
of this right is not the transfer of the chose in action itself and the 


sale of the security takes place in the state where the company was or- 
ganized. 


Delaware. 
4 IG Reorganization Plan Must be Fair to All Stockholders. The 
Pacific Timber Company was organized in 1907 with an authorized 
capitalization of $3,000,000. Both preferred and common have a par 
value of $100 each, the preferred being entitled to full return of par 
upon dissolution before distribution of assets among the common 
stockholders. The company became insolvent. A plan of reorganiza- 
tion was in March, 1920, submitted to and approved at a stockholders’ 
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meeting. It provided for the organization of a new Company, having 
shares, both common and preferred, with a par value of $10 each; 
the transfer of all the assets from the old company to the new company; 
the exchange, share for share, of common stock in the old company 
for common stock in the new; the exchange, share for share, of the 
preferred stock upon the payment of $10 for each share of the preferred 
stock so acquired in the new company, subject to the condition that 
one who held both preferred and common stock could not exchange his 
common stock without buying new preferred stock. The plan was 
approved by those who held more than half of the common stock, 
but practically had no preferred stock. Minority stockholders having 
both preferred and common opposed the plan when presented at the 
meeting of stockholders. An instrument purporting to make transfer 
of assets to the new company was made on March 30, 1920, and on 
July 7th, minority stockholders filed suit to set the sale aside. The 
United States District Court of Delaware granted the relief sought. 
District Judge Morris said: ‘An examination of numerous cases bearing 
upon the question under consideration has led me to the conclusion 
that where the reorganization of a corporation, effected in part by a 
sale of its assets to a new corporation, leaves an interest in the stock- 
holders of the old company, or provides for the acquisition by them 
of an interest in the new company, the right to so participate in‘such 
interest must be equally favorable to all stockholders of the same class, 
and that a denial of such equality of opportunity is a legal fraud upon 
the stockholders thus discriminated against, entitling them, in the 
absence of countervailing equities, to a decree setting aside the sale. 
* * * As the holders of more than half of the common stock of the 
Pacific Company had none or practically no preferred stock, while many 
persons, including the plaintiff and the interveners, held substantially 
equal amounts of preferred and common stock, it is manifest that the 
plan of reorganization was for the benefit of the majority, to the detri- 
ment of the minority, and consequently unfair and fraudulent. The 
sale of the assets must therefore be set aside, unless the defendants’ 
contention that the action of the plaintiff in delaying the institution 
of this suit until July 7th amounted to laches can be sustained. In 
my opinion this contention is not well founded.” Eagleson v. Pacific 
Timber Co., 270 Fed. 1008. 
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Maine. 


Important Changes in Non Par Value Law. Chapter 224 of the 
Laws of 1921 amends the Maine Corporation Law so as to permit the 
issuance of shares of any class whatever, without par value. Such 
shares may be issued for such consideration as may be determined in the 
certificate of incorporation or amendment, or by the stockholders or by 
the directors acting under general or special authority of the stock- 


holders. The requirement of a stated amount of capital has been 
remoyed. 
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Dividends on preferred shares without par value must be stated in 
dollars and cents. 

The stock of a company having shares without par value may be 
increased by vote of a majority of the outstanding shares and a certifi- 

) a) cate of such increase must be filed within ten days after the meeting 
at which the increase is authorized. 

The act also provides that a corporation having shares with par value 
may change all or any class of such shares to an equal number of shares 
without par value or provide for the exchange of par value shares for 
an equal or different number of shares without par value. In the event 

ra of such exchange, any preferences or limitations on the par value shares 
) ge) shall be valid for the shares without par value exchanged therefor, unless 
all of the holders of such par value stock consent to changes in such 
preferences or limitations. Such change must be approved by the 
vote of two-thirds of the outstanding stock. 

Provision is made that the organization tax shall be one cent for 
each share without par value. The franchise tax shall be five mills 
for each share without par value—the minimum tax in each case being 
ten dollars. The new law will go into effect on July 9, 1921. 


Michigan. 


) Corporation Laws Consolidated and Amended. Act 84 Laws of 

1921 consolidates the various provisions of the Corporation Law of 

Michigan and provides for the organization of all corporations other 

than banking corporations, insurance corporations, fraternal benefit 

societies, trust, deposit and security companies, building and loan asso- 

ciations, railroad companies or other common carriers under the juris- 

diction of the Michigan Public Utilities Commission and certain other 

classes of corporations. 

Among the new features of the act there is a provision permitting 

the authorization of shares without par value. Any stock corporation 

1) 4 organized for pecuniary purposes may provide for the issuance of shares 

without par value other than preferred stock having a preference as 

to principal. No corporation, however, shall be authorized to issue 

such shares without par value except in connection with other issues 

of its stock having a par value. The value placed on each issue of 

such stock for the purpose of sale shall be at least $1.00. The act also 

provides for the issuance of industrial stock and permits any corpora- 

)) 9 tion to sell any portion of its stock not otherwise subscribed, to its 

employees upon consideration of such faithful and continued employ- 

ment as may be fixed by the stockholders, and such consideration of 

faithful and continued service in the employment of the company on 

the part. of such employees shall be deemed valid and effectual to pass 
title to such shares of stock. 

All corporations, whose act of incorporation is repealed by this act, 

heretofore organized under the !aws of Michigan shall hereafter be 
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subject to the provisions of this act without formal reorganization 
thereunder. 


> > 
Missouri. 


Amendment to Corporation Law Provides for Shares Without 
Par Value. Senate Bill 151, Laws of 1921, of Missouri, provides for 
the issuance of shares without par value. 


Preferred stock of any or all classes, or common stock of any class, 
or both preferred and common stock, without any nominal or par value, 
may be authorized by stating the number of shares with or without 


par value and the amount of capital with which the corporation will 
begin business. 


The corporation shall not begin business or incur indebtedness until 
the stated capital shall have been fully paid in. 


Preferences, rights, etc., may be stated in dollars or cents per share. 


A corporation may issue and dispose of its non-par value shares, 
from time to time, for such consideration as may be prescribed in the 
articles of incorporation, or if not so prescribed, then for such consider- 
ation as may be fixed by the stockholders at any annual meeting or at 
any special meeting duly called and held or by the board of directors 
acting under authority of such stockholders given in like manner. 


In any case in which it is required by law that any action on the part 
of a corporation may be taken only with the authorization, consent or 
approval of its stockholders holding a specified amount or a specific 
fraction in amount of its capital stock, a share without nominal or par 
value shall be considered the equivalent of a share having a nominal 
or par value of one hundred dollars. 


For the purpose of fixing the organization tax or any taxes, the de- 
termination of which is based on the par value of the shares of stock and 
not on the number of shares or the actual or ascertained value thereof 
and for the purpose of any statutory provision limiting the relation 
between indebtedness and capital stock, each share without par value 
shall be considered the equivalent of one hundred dollars. 


For the purpose of any report, wherein the amount or par value of 
stock or capital or capital stock, paid in, outstanding or retired, is re- 
quired to be stated, in the case of shares without nominal or par value 
and with respect to such shares, the amount or par value thereof, 
outstanding or paid in prior to the date of such report, shall be con- 
sidered as the amount of stated capital in excess of the total par value 
of outstanding shares having a par value, if any, and the amount or par 
value thereof retired shall be considered as the amount of decrease, if 
any, of stated capital due to such retirement. 


This act becomes effective June 20, 1921. 
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New Jersey. 


Non-Par Value Law Amended. The recent session of the Legislature 
in New Jersey amended the act permitting the issuance of non-par 
value shares by making it clear that corporations might be formed 
having only shares without par value as well as shares with par value 
and shares without par value. 

The amendment also allows the various classes of non-par value 
stock to be issued in any amount without reference to the amount 
actually issued and outstanding of any other class of stock. 

The act in its original form limited the proportion of preferred 
stock that might be authorized to two-thirds of the entire issue. A 
further amendment was made by removing the limit of dividends 
which might be paid on preferred non-par value shares and the act in 
its amended form also allows the directors to issue the non-par value 
shares for such consideration as they may determine from time to 
time, provided authority to that effect is conferred upon them in the 
certificate of incorporation. 


New York. 


Non-Par Value Law Amended. The New York non-par value law 
has been materially changed by the 1921 Legislature. The amended 
law is contained in our reprint of No. 35 of The Corporation Journal, 
copies of which will be furnished upon request. 


Important Amendments Regarding Recording and Fees. Chapter 
131 of the laws of 1921 which becomes effective July 1, 1921, removes 
the provisions requiring recording in the office of the Secretary of State 
of certificates under-certain sections of the General and Stock Corpora- 
tion Laws. In view of the elimination of the recording for which a 
charge of 25 cents a folio has been made, the fees for filing are increased. 
The most important of these are as follows: 

Certificate of incorporation 

Certificate of change of capital stock 

Certificate of change of number of directors 

Certificate of change of name 

Certificate of change of principal office 

Certificate of classification of capital stock or change in 
number of shares of par value stock 

Certificate of surrender of authority by a foreign cor- 
poration 


Provision in Certificate of Incorporation Requiring Directors to be 
Elected by Unanimous Vote, Void as Contrary to Section 25, Stock 
Corporation Law. A meeting of the stockholders of a corporation, 
all the stock being represented, either in person or by proxy, was held 
to elect three directors. Three directors were elected, two unanimously, 
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and one received a majority vote. The plaintiff, a fourth member who 
was running for election to the board of directors, brought an action to 
have the election declared invalid as contrary to a provision in the certifi- 
cate of incorporation to the effect that the election of directors shall be 
by the unanimous consent of all the stockholders. It was held that the 
election was valid; and that the provision in the certificate of incorpora- © 
tion was void as contrary to Stock Corporation Law, section 25, declar- 

ing that directors “shall” be chosen by a plurality of the votes. The 
above section of the Stock Coporation Law is mandatory; the word 
“shall” being primarily a word of command. In re Boulevard Theatre 
and Realty Co., 186 N. Y. Supp. 430. 


Texas. 





Shareholders in a So-Called Common Law Trust are Held Per- 
sonally Liable for debts of the Noble Oil and Refining Company accord- 
ing to the instructions of Judge Walter E. Monteith to the jury in the 
case of Johnson v. Noble Oil and Refining Company, according to 
advices recently received by us. We secured a copy of the declaration 
of trust under which the Noble Oil and Refining Company is organized 
and find that it provides for annual election of the trustees by the 
shareholders. The bearing of this feature on the matter has been dis- 
cussed in several recent cases. The organization of trusts in business 
is usually adjunct to incorporation, but in any event it is a subject 
which appears to require a knowledge and application of equitable 
principles not fully appreciated by some organizers of “common-law,” 
or “Massachusetts” trusts. 


Foreign Corporations 
Alabama. 


















Fees to be Paid on Qualification. In accordance with request 
by the State Auditor of Alabama, we bring to your attention that his 
office and that of the Secretary of State have experienced trouble and 
delay by the omission of some attorneys to comply with the amendment 
to Section 3643 of the Code enacted by the Legislature of 1919. The 
amendment consists of requiring the payment of a filing fee of $10.00 
to the Secretary of State at the time of filing the instrument required 
under section 3642. 

Correspondence and delay is always avoided by remission of the 
proper fees and taxes. Precision in this detail as well as the proper 
wording of documents to be filed are among the many advantages 
obtained by attorneys who employ the services of The Corporation 
Trust Company. 
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Arkansas. 


Tax on Premiums of Insurance Paid by Authorized Foreign Corpo- 
ration Held Valid. An action was brought by the State of Arkansas 
against a foreign corporation authorized to do business within the State 
for five per cent of the gross premiums paid by it to foreign insurance 
corporations not authorized to do business within the State upon 
policies of insurance upon its property within the State. The judgment 
was for the plaintiff. The tax was held valid as an occupation tax under 
the power granted the Legislature to prescribe terms upon which foreign 
corporations may do business in the State. State ex rel. Atty. Gen. 
et al. v. St. Louis Cotton Compress Co., 227 S. W. 605. 


Lease of a Mine and Prosecution of an Action Not ‘‘Doing Business.” 
The leasing of a mine, and the prosecution of an action for the for- 
feiture of the lease for breach of certain covenants contained therein, 
was held not to constitute doing business in the State. Linton v. 
Erie Ozark Mining Co., 227 S. W. 411. 


Canada. 


Powers of Dominion Companies in the Provinces. The recent and 
important judgment of the Judicial Committee of the Privy Council, 
in consolidated appeals (The Great Western Saddlery Company, 
Limited, v. The King and other plaintiffs and defendants) is thus 
réviewed by our Canadian editors, Davidson Wainwright, Elder & 
Hackett of Montreal: 


“We have now had an opportunity of considering the judgment of 
the Judicial Committee of the Privy Council, delivered on the 27th of 
February, 1921, in consolidated appeals from the Supreme Court of 
Canada and the Superior Court of Ontario, respectively, involving the 
question of the validity of the statutes of certain provinces of Canada 
requiring Dominion corporations to become licensed or registered as a 
condition of carrying on their business within such provinces. The 
provinces in question were those of Saskatchewan, Manitoba and 
Ontario. 

“The Ontario statute provides that certain classes of extra-provincial 
corporations, including Dominion corporations, must take out a license 
in Ontario in order to carry on business within that province. In the 
absence of such license the corporation is forbidden to carry on business 
in Ontario, and a penalty is imposed upon it and its agents. A corpora- 
tion receiving such a license in Ontario may, subject to the limitations 
thereof and the provisions of its own constitution, hold and dispose of 
real estate in Ontario, just as an Ontario Company might do. There is, 
it may here be said, in force in the province of Ontario a general Mort- 
main Act. 
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“The Manitoba statute requires all extra-provincial corporations, 
including Dominion Companies, to take out a license, and it is provided 
that no such Company is to carry on within Manitoba its business and 
no agent is to act for it until such license has been granted. The 
Company to which such license has been granted may, it is further 
provided, carry on its business within the province and may hold real 
estate to such annual value as may be deemed proper as fully as if it 
had been a Manitoba Company. There is, however, no general 
Mortmain Act in force in the province. 


“The Saskatchewan statute provides that a Dominion Company 
carrying on business within the province must be registered and that 
if it carries on business while unregistered, both the Company and its 
representatives are liable to a penalty. Such registration cannot be 
refused. There is no general Mortmain Act in force in the province, 
but the Provincial Companies Act gives the right to hold land to Com- 
panies incorporated under its terms. 


“The Judicial Committee held that all these statutes were ultra 
vires in so far as they require a Dominion Company to become licensed 
or registered within the respective provinces in question as an essential 
condition of carrying on and exercising its powers therein. Their 
Lordships at one point use the following language, which illustrates 
their point of view: 


“« ‘Tf, therefore, in legislating for the incorporation of companies 
‘under Dominion law and in validly endowing them with 
‘powers, the Dominion Parliament has by necessary implica- 
‘tion given these Companies a status which enables them to 
‘exercise these powers in the provinces, they cannot be inter- 
‘fered with by any provincial law in such a fashion as to 
‘derogate from their status and their consequent capacities, 
‘or, as the result of this restriction to prevent them from 
‘exercising the powers conferred on them by Dominion law.’ 


“It is pointed out that a Company incorporated by Dominion 
law may nevertheless be subject to provincial laws of general applica- 
tion, such as laws imposing taxes, or relating to Mortmain, or even 
requiring licenses for certain purposes, or as to the forms of contracts. 
the sanction of such laws must not be, however, such as ‘to sterilize, 
or effect the destruction of, the capacities and powers which the Domin- 
ion has validly conferred.’ 


“As we read the judgment, the flaw in the legislation under review 
was, in the case of all three provinces, that under its terms Dominion 
Corporations were prohibited from carrying on business, or rendered 
subject to a penalty for carrying on business, unless and until licensed 
or registered within the province, and this was looked upon as an 
attempt to destroy to some extent, and for some period at least, the 
status and powers conferred upon such corporations by the Dominion. 
Apparently if the provinces had merely required a Dominion Company 
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to register or obtain a license and to pay fees (not exceeding those 
a by provincial companies) and had imposed a daily penalty 

or not complying with the obligation, this would have been supported, 
as, in their Lordships’ words, ,, legitimate machinery for obtaining in- 
formation and levying a tax.” In prohibiting a Company from, or 
punishing it for, carrying on its business unless and until registered 
or licensed, the’ province is, however, interfering with something over 


which it has no control, and it is, therefore, doing something beyond 
its powers. 


“‘As their Lordships found that this was in fact the intent and effect 
of the provisions of the provincial acts under review, they held these 
provisions to be ultra vires in each case, and hence concluded that the 
appellant Companies were not precluded by reason of not having be- 
come licensed or registered under these Acts from carrying on their 
business or exercising their powers in the three provinces, and were not 


liable to the penalties prescribed for so carrying on business and exercis- 
ing their powers. 


“Their Lordships held at the same time that it is clearly within the 
competence of provincial legislatures to enact legislation precluding a 
Dominion Company from acquiring and holding land in a province by 
means of a provincial law of the nature of a general Mortmain Act, 
and if there be a provision to this effect occurring even in a statute 
which is in other respects ultra vires, that provision, if severable, is 
valid. So far as the province of Ontario is concerned, a Mortmain Act 
of general application has, as stated, been passed and their Lordships 
hold that in regard to this Act, a Dominion Company is in no better 
position than any other Company which desires to hold land, and that, 
therefore, the Appellant Companies could not acquire and hold land in 
Ontario without a license under the Act in question. 


“So far as the provinces of Manitoba and Saskatchewan are con- 
cerned, no general Mortmain Acts are in force at present. Their 
Lordships held, however, that it is quite within the power of these 
provinces to enact such legislation in the same way as the province of 
Ontario has done and to impose on Dominion corporations the require- 
ment of a license to hold lands if they see fit to do so. 


“It appears to us that the effect of the judgment is to make it clear 
beyond doubt that, so far at least as the provinces of Saskatchewan, 
Manitoba and Ontario are concerned, a Dominion Company may carry 
on business therein without complying with the provisions of the statutes 
of these provinces requiring the licensing or registration as the case 
may be of extra-provincial corporations, save only that if within the 
province*of Ontario the Company desires to hold land, it must obtain 
.a license for that purpose from the provincial Government. 

“The legislation of the other provinces of Canada not parties to the 
appeal is so similar to that which was actually under review by the 
Privy Council that we think the principles laid down by the judgment 
-would also have application in the case of such of those provinces as 
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attempt to compel the licensing or registration of Dominion Companies, 

although we have not given any special consideration to this point. 
“In conclusion we may say that no doubt the effect of the judgment 

will be that the legislation of the various provinces will be amended in 

conformity with the views expressed by their Lordships, i. e., that the 

licensing or registration of extra-provincial corporations, including Dom- ¢ 

inion corporations, will be required, and penalties imposed for failure 

to comply with the requirements of the law in this connection, but that 

no attempt will be made to prohibit or prevent a Dominion corporation 

from carrying on business or exercising generally its powers within the 

province by reason merely of its failure to become licensed or registered 

therein.” 


Georgia. 


Foreign Corporation Authorized to Engage in Navigation Business 
Required to Make Return as ‘“‘Navigation Company.” A corporation 
was chartered under the General Corporation Laws of Delaware for 
the purpose of engaging in the business of navigation and other industrial 
enterprises in the State of Georgia. It established a branch office and 
agency in that state and acquired property having a situs there for the 
purpose of taxation. Although it did not actually begin to do business 
as a navigation company, it was required to make returns of its property : 
for taxation to the Comptroller General of the State under section 8 

of the General Tax Act passed by the General Assembly of Georgia in 

the year 1918 (Acts 1918, p. 76), which is applicable to “navigation 
companies,” among others, required to make such returns. Southland 


S. S. Co. of Delaware v. Dixon, Sheriff, 106 S. E. 111. 





lowa. 


Qualification by Foreign Manufacturing and Mercantile Corpora- 
tion Necessary Under New Law. Other Amendments Applicable to 
All Foreign Corporations. The laws of the State of Iowa have here- 
tofore exempted foreign corporations engaged exclusively in manu- 
facturing or mercantile pursuits from obtaining a license under the 
foreign corporation law. By Senate Bill 413, Laws of 1921, which 
becomes effective July 4, 1921, this exemption has been removed and 
it will be necessary for all such corporations doing business in Iowa 
to obtain authority in the manner prescribed by statute. 

In addition to the requirements heretofore in effect, it will be neces- 
sary for each foreign corporation to file a certified copy of a resolution of 
the board of directors appointing an agent for the service of process. 
Under the existing law such designation is not necessary. The amend- 
ment further provides that a foreign corporation shall not maintain 
an action on any contract made by it unless prior to the making of such 














The Corporation Journal 15 


contract it shall have obtained a permit. This prohibition applies 
also to the assignee of such corporation. 


New York. 


Penalty for Failure to Qualify. Section 15 of the General Corpora- 
tion Law is to prohibit non-qualifying foreign corporations doing 
business in the state from bringing actions upon contracts made in 
the state. Therefore, if the corporation is not doing business in the 
state, or the contract was made outside of the state, section 15 above is 


not applicable. J. M. and L. A. Osborn Co. v. Kennedy, 186 N. Y. 


@ Supp. 721. 


Pennsylvania. 


Power of Foreign Corporations to Hold Real Estate. Our reference 
to the Act of June 11, 1919, in the preceding number of the Corporation 
Journal, should have been to P. L. No. 217, Laws of 1919, page 441. 
This act provides, as before stated, “that it shall and may be lawful 
for any corporation incorporated under the laws of any other State, 
authorized to do business in this State, to hold real estate in Pennsyl- 
vania, subject to the provisions” set forth in the act. The heading, 
however, refers to acquiring, erecting and maintaining buildings and 
manufacturing. This and other phases of the wording and purport 
of the act has led to a divergence of opinion among members of the 
Pennsylvania bar as to its scope, some contending that the law only 
contemplates foreign manufacturing corporations acquiring buildings 
and plants necessary for conducting their business. 


No Examination Into Internal Affairs of Foreign Corporations. 
A bill in equity was brought by a minority stockholder for himself and 
such other stockholders as may see fit to join him, against a foreign 
corporation and certain of its directors to have a resolution declared 
invalid. He alleged that the directors who constituted a majority of 
the board, contracted with a corporation which they organized and were 
largely interested in to sell its products at a higher commission rate 
than another concern which had offered a proposition at a lower figure. 
It was held, that this constituted taking jurisdiction of a case involving 
the internal management of a foreign corporation, and the bill was dis- 
missed. Judge Schaffer, in quoting from another case, said: “Our 
courts will not exercise visitorial power over corporations chartered in 
another state, nor will they interfere in any way in determining the 
rights or duties of the directors or officers of the corporation under the 
laws of a foreign jurisdiction. These are matters wholly within the 
jurisdiction of the courts of the state which creates the corporation.” 
Thompson v. Southern Connellsville Coke Co. et al., 112 Atl. 533. 
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Taxation 


Michigan. 


Amendments of Tax Laws. Act 85, Laws of Michigan, 1921, pre- 
scribes fees and taxes to be paid by domestic and foreign corporations. 


The organization tax, payable by domestic corporations, has been 
increased from 50 cents to $1 per $1,000. A similar increase is made 
in the admission fee to be paid by foreign corporations. The minimum 
fee for either domestic or foreign corporations is $25. 


This act does not include the provision to the effect that foreign 
corporations, not organized for a period of six months prior to applica- 
tion, shall pay on the total authorized capital stock. 


Section 4 of the act provides for the payment of an annual franchise 
tax of 34% mills on each $1 of the paid-up capital and surplus—the 
minimum fee being $50; maximum fee being $10,000. 


In the case of foreign corporations, in computing the annual fee, 
such computation shall be made upon the proportion of the corpora- 
tion’s property owned and used in Michigan in the ratio that such prop- 
erty bears to the entire property of the corporation and such ratio 
shall be applied by the Secretary of State to determine the amount of 
the authorized capital stock of such corporation owned and used 
in Michigan and to determine what portion of the corporation’s paid-up 
capital and surplus severally are owned and used in Michigan. 


The term “surplus” shall be deemed to mean the net value of the 
corporation’s property less its outstanding indebtedness and paid-up 
capital. No deduction shall be made from the item of paid up capital 
in computing the annual tax by reason of any impairment of same. 
None of the property or capital of any corporation subject to the annual 
tax, which is located without the State of Michigan and none of the 
capital or surplus of such corporation represented by property exclu- 
sively used in inter-state commerce shall, in any way, enter into the 
computation of the net amount of the authorized capital or the capital 
and surplus as the case may be, upon which the computation of the 
annual fee shall be made and the Secretary of State is authorized to 
require detailed information to be used in determining the fee. 


For the purpose of the act, each share without par value shall be 
deemed to have a par value of at least $1 or such value as shall have 
been fixed by the corporation for the sale of such stock, or the book 
value as determined by the Secretary of State, whichever may be higher. 


_ _ Every corporation, whether domestic or foreign, having paid the 
initial organization fee or admission fee, shall be deemed to have made 
full payment of the annual fee for the year of organization or admission. 
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The act also provides that every domestic or foreign corporation 
except certain public utility and insurance companies shall, in the months 
of July and August of each year, beginning with 1921, file a report 
with the Secretary of State showing the condition at the close of business 

a 6 on June 30, next preceding. This report is for the purpose of deter- 
mining the annual tax. The annual tax is payable at the time of 
filing the report. 


Any corporation failing to file the report and pay the fees shall, 
in addition to its liability for the fee and interest, be subject to a 
penalty of $100 and an additional penalty of $5.00 for each day’s 
iy @ continuance of such failure or neglect. 


Missouri. 


Franchise Tax is Constitutional. Laws of 1917, pp. 237-242, impose 

a franchise tax equal to 3/40 of 1% of a Missouri corporation’s out- 
standing capital and surplus, or if a part of the capital stock is employed 
in business in another state, a tax equal to 3/40 of 1% of its capital 
stock employed in the state. The St. Louis-San Francisco Railway 
Company contended that this law was unconstitutional, inasmuch 
as it was a burden on inter-state commerce, was discriminatory and 
5) (s constituted double taxation, and the statute made no provision for a 
hearing. The United States Supreme Court, however, sustained the 

validity of the statute. St. Louis-San Francisco Railway Company 

v. Middekamp (U. S. Supreme Court, No. 636—Oct. Term, 1920.) 


New York. 


Transfer Tax on Stock of Non-Resident in Foreign Corporation 
Owning Real Estate in State. A transfer tax under section 220 (21) 
wp of the Tax Law was levied upon the interest of a non-resident decedent 
> (3 in shares of stock in a foreign corporation owning real estate in the 
State of New York. The tax was computed upon such proportion of 
the value of decedent’s stock as the real estate bears to the value of the 
entire property of the corporation wherever situated. In an action by 
the executor to have the tax set aside as unconstitutional, or declared 
applicable only to stock in corporations exclusively engaged in the 
ownership of real estate, and therefore not applicable to the estate which 
@ he was administering, it was held: (1) that the tax was a valid exercise 
5 of the taxing power, and hence, constitutional; (2) that the tax was not 
applicable only to stock in corporations exclusively engaged in the 
ownership of real estate, but to all corporations which owned real 
estate in New York. Matter of the Estate of Lena McMullen, De- 
ceased, 114 Misc. 505. 
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Amendments of Franchise Tax. Chapter 705 of the Laws of 1921 
amends Section 181 of the Tax Law relating to the license tax to be 
paid by foreign corporations. The tax remains the same, namely, 
one-eighth of one per cent. in the case of stock having par value. Where 
the stock has no par value, the corporation shall pay a license fee of 
six cents on each such share of issued capital stock employed in this 
state. eines a hae 
With respect to the one mill tax, for annual franchise tax purposes, 
the basis of the tax with relation to stock without par value shall be 
such portion of the issued capital stock at not less than its actual or 
market value and not less than $5 per share as may be determined by @ 
the Tax Commission as its gross assets employed in its business in this 


State bear to the entire gross assets employed in its business. 


Heretofore non-par value shares have been held to have a par value 
of $100 for the purpose of fixing this tax. 


North Carolina. 






















Corporation Income Tax Law. By the provisions of Chapter 34 of 
the Laws of 1921, an income tax is levied on corporations doing business 
in the State of North Carolina. Cy 


The rate for domestic corporations is 3% on the total net income. 


Foreign corporations engaged principally in real estate or manu- 
facturing business pay 3% on such proportion of their income as the 
value of real estate and tangible personal property in the State of North 
Carolina bears to the value of the total real estate and tangible personal 
property. Foreign corporations engaged principally in the holding or 
sale of intangible property pay 3% on such proportion of the net 
income as gross receipts within the state bear to the total gross receipts. 


Pennsylvania. 





Agreement for Exchange of Stock Not Required to Bear Stock 
Transfer Tax Stamps. An action was brought for breach of contract 
to transfer stock, a memorandum of the offer having been verbally 
accepted. The defence interposed was that the memorandum represent- 
ing the agreement did not bear a stock transfer stamp tax as required 
by the act of June 4, 1915 (P. L. 828). It was held that this was 
unnecessary, as the intention of the act was to tax the actual transfer 
of stock by placing the stamp either on the stock certificate or on the 
agreement of sale. In the present case, the transaction never reached 
the stage of an actual transfer. Alexander v. Soulas, 112 Atl. 538. 












. 
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Some Important Matters for June, July, August, 
September, October and November 


This calendar does not purport to cover general taxes or reports to other than 
state officials, or those we have been officially advised are not required to be filed. 
The State Report and Tax Service maintained by The Corporation Trust Company System 
sends timely notice to attorneys for subscribing corporations of reports and tax matters 
requiring attention from time to time, furnishing information regarding forms, practice 
and rulings. 


Avaska—Annual License on certain occupations due on or before No- 
vember 1—Domestic and Foreign Corporations. 


Arizona—Report to Corporation Commission and Registration fee during 
June—Domestic and Foreign Corporations. 


Arxansas—Anti-Trust Affidavit due on or before August 1st—Domestic 
and Foreign Corporations. 


Ca.irornia—Corporation Franchise Tax due on or before first Monday 
in July—Domestic and Foreign Corporations. 


Connecticut—Income Tax due on or before August Ist—Domestic and 
Foreign Corporations. 


Connecticut—Annual Report due on or before August 15th—Domestic 
and Foreign Corporations. 


DeLtawarE—Annual Franchise Tax due between third Tuesday in March 
and July 1st—Domestic Corporations. 


Georcia—Certified statement for registration due on or before No- 
vember 1—Domestic and Foreign Corporations. 


Ipano—Annual Statement due between July Ist and September lst— 
Domestic and Foreign Corporations. 

Annual License Tax due between July Ist and September Ist— 
Domestic and Foreign Corporations. 
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I:urno1s—Annual License Fee or Franchise Tax due on or before July Ist 


but may be paid up to July 30th without penalty—Domestic and 
Foreign Corporations. 


Inp1ana—Annual Report between June Ist and July 31st—Domestic 
Corporations. 


Iowa—Annual Report due between the first day of July and the first day 
of August—Domestic and Foreign Corporations. 
Additional Statement due at the time of making the Annual 
Report in July—Foreign Corporations. 


Maine—Annual Franchise Tax due on or before September 1st—Domestic 
Corporations. 


Mary.tanp—Franchise Tax due on or before September 1st—Domestic 
Business Corporations. 


Micuican—Annual Report due during July or August—Domestic and 
Foreign Corporations. 


Mississippi—Annual Report to factory inspector due during July— 
Domestic and Foreign Corporations. 


Missouri—Annual Statement, Registration and Anti-Trust Affidavit 
due during July—Domestic and Foreign Corporations. 


Montana—Annual Report due in April or May—Foreign Corporations. 
Annual License Tax based upon net income due between June Ist 
and June 15th—Domestic and Foreign Corporations. 


Nesrasxa—Annual Report and Fee due during July—Foreign Corpora- 
tions. 


Annual Statement due on or before September 15th—Foreign 
Corporations. 


Annual Report and Fee due on or before July 1st—Domestic 
Corporations. 
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New Jersey—Franchise Tax due on or before first Monday in July— 
Domestic Corporations. 


New Mexico—Annual Franchise Tax Report due on or before September 
lst—Domestic and Foreign Corporations. 
Annual Franchise Tax due on or before November 30th— 
Domestic and Foreign Corporations. 


New Yorx—Annual Return of net income due on or before July Ist or with- 
in 30 days after the making of its report of net income to the United 
States for any fiscal or calendar year—Domestic and Foreign 
Business Corporations. 
Capital Stock Reports due between November Ist and December 
15th. Domestic and Foreign Corporations. 


Nortu Carotina—Capital Stock Report to determine amount of franchise 

tax due between May Ist and July 1st—Domestic Corporations. 

Capital Stock Report to determine amount of Franchise Tax 
due during July—Foreign Corporations. 

Annual Franchise Tax due on or before first day of October or 
any time after August 15th—Domestic Corporations. 

Annual Franchise Fee due on or before first day of December or 
any time after October 15th—Foreign Corporations. 


Nortu Daxotra—Annual Income Tax due between June Ist and July 15th 
—Domestic and Foreign Corporations. 
Corporation Report due during July—Domestic and Foreign 
Corporations. ; 


Oxn1to—Annual Report due during May—Domestic Corporations. 
Annual Report due during July—Foreign Corporations. 


Ox.tanoma—Annual License Tax Report due on or before July 31st— 
Domestic and Foreign Corporations. 
Annual Capital Stock Affidavit due between July Ist and 
August 1st—Foreign Corporations. 
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Orecon—Annual Statement due during June and on or before July Ist— 

Domestic and Foreign Corporations. 

Power of Attorney due during June and on or before July Ist— 
Domestic Mining Companies whose president does not reside in 
the state. 

Annual License Fee due within 30 days after July 15th— 
Domestic Corporations. 

License Fee due between July Ist and August 15th—Foreign 
Corporations. 


RuopeE Istanp—Corporate Excess Tax due on or before first day of July— 
Domestic and Foreign Corporations. 


TennesseE—Annual Report and Franchise Tax on or before July Ist— 
Domestic and Foreign Corporations. 


Unrtep States—Second Installment of Income and Excess Profits Taxes 
imposed for the calendar year 1920, due on or before June 15. 
Annual Capital Stock Return due during July (tax payable 
within ten days after notice and demand)—Domestic and Foreign 
Corporations. 


Uran—Corporation License Tax due between November 15th and 
December 15th—Domestic and Foreign Corporations. 


Wasnincton—License Tax due on or before July Ilst—Domestic and 
Foreign Corporations. 


West Vircinta—Tax Statement due on or before July 1st—Domestic 
Corporations. 
Annual License Tax due on or before July 1st—Domestic and 
Foreign Corporations. 
Fee to State Auditor as Attorney in Fact due on or before 
June 30th—Foreign and Non-Resident Domestic Corporations. 


*. 





PUBLICATIONS. 


The following publications may be obtained without charge from the nearest 
office of The Corporation Trust Company System: 


Shares Without Par Value. This pamphlet contains what we believe to be the only 
published synopsis of the 21 non-par value laws in force at the present time. 

New York Non Par Value Law, as Amended. Includes important changes by 
the 1921 Legislature. g 


What Constitutes “Doing Business.” (Available only to members of the bar.) 
The more important court decisions on “doing business”, handed down in 
the course of the past ten years, have been reported in The Corporation 
Journal. These have been arranged under state headings and are re- 
printed in pamphlet form. 

Talks on Foreign Corporations. A series of articles has been appearing for some 
time under this heading in The Corporation Journal. For the greater con- 
venience of those interested in the subject of foreign corporations, we have 
reprinted “Talks” Nos. 1-8 in pamphlet form. The articles will continue 
to appear in The Corporation Journal. 


Revenue Act of 1918. Contains complete text of the Federal tax law, approved 
by the President February 24, 1919. 


Preliminary Bulletin—Revenue Act of 1921 (Dated May 12). What changes 
will be made in the Federal income tax law? What substitutes will 
be provided for the excess-profits tax? Read Secretary Mellon’s recom- 
mendations and the resume of measures now before Congress—in our 
preliminary bulletin on the Revenue Act of 1921. 


New York Income Tax Laws as Amended 1921. Fulltext of the personal income 
tax law and of the corporation “income tax law.” 


Reorganizations, Mergers or Consolidations. (Official to March 15, 1921.) Con- 
tains excerpts from the Revenue Act of 1918, together with departmental 
rulings and regulations bearing on the subject. We shall always be glad to 
inform members of the bar of any rulings issued since its publication. 

Business Corporations Under the Laws of Delaware. Gives advantages under 
the law, statutory requirements and forms; includes a description of shares 
without par value. The General Corporation Laws are published in a 
separate booklet. 

Business Corporations Under the Laws of Maine. Gives advantages of incor- 
poration under Maine laws, features of shares without par value, statutory 
requirements and forms. The text of the statutes relating to business 
corporations is also available in a separate pamphlet. 

Extracts from the Statutes of the Various States Relating to the Admission of 
Foreign Business Corporations (revised to January, 1921) may be had by 
COUNSEL who are interested in the qualification of a particular corporation 
in a state or group of states. Please indicate in which states you are interested. 
These printed statements show the documents to be filed, fees and taxes to 
be paid and the statutory penalties for failure to comply in the states under 
consideration. 

Issuance, Transfer and Registration of Corporate Stock is the title of our pamphlet, 
printed to supply the demand for information on these subjects. 


THE CORPORATION JOURNAL 


The Corporation Journal is published monthly, except in July 
and August. No obligation will be incurred in requesting that your 
name be placed on the mailing list. A substantial ring binder will 
be furnished on receipt of $2.00. 
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SINCE 1892 


Since 1892—when the corporation movement first 
gained impetus—this Company has been engaged in 
assisting members of the bar in all matters relating to 
the organization, qualification, statutory representa- 


tion and maintenance of corporations. 


Let us submit an outline of our service—demonstra- 
ting the economy of time and money which will result 


from its use. 


Please address our nearest office. 


37 Watt Street, New Yorx 


Affiliated with 
Ohe Corporation Trust Company 


15 Excuance Puace, Jersey City 


Chicago, 112 W. Adams Street Philadelphia, Land Title Bldg. 
Boston, 53 State Street Portland, Me., 281 St. John Street 
(Corporation Registration Co.) St. Louis, Federal Reserve Bank Bldg. 
Pittsburgh, Oliver Bidg. Wilmington, duPont Bldg. 
Washington, Colorado Bldg. (Corporation Trust Co. of America) 
Los Angeles, Title Insurance Bldg. Albany Agency, 158 State Street 
(The Corporation Company) 








